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Below expected performance, maintain BUY with downward
revised target price of Rs 448

Lumax Auto Technologies Ltd. (LATL) reported Q4FY15 numbers below our
expectation. The company witnessed 4% YoY (down 4% QoQ) growth in revenue
to Rs 2 bn, vs. our expectation of Rs 2.24 bn due to slowdown in 2W sales in
Q4FY15. EBITDA margin contracted by 223 bps YoY to 7.1% due to higher raw
material expenses and lower capacity utilization. Net profit slid by 40% YoY to
Rs 56 mn (lower than our expectation of Rs. 108 mn) due to lower operating margin
and higher interest expenses. The company recommended a dividend of
Rs. 7/ Share for FY15,

Rs.mn Q4FY15 Q3FY15 Q4FY14 Q-0-Q% Y-0-Y %| INSPL Q4FY15e| Variance(%)
Revenue 2010 2093 1934 -4 4 2,243 -10.41
EBIDTA 145 177 183 -18 221 202 -27.96
PAT 56 83 94 -32 -40 108 -47.94
Adjusted PAT 56 83 94 -32 -40 108 -47.94

Source: Company Filings; IndiaNivesh Research

We have seen a 10% rise in top-line in FY15, H2FY15 was little subdued compared
to the first two quarters because of annual maintenance shut down in December
and slowdown in 2W sales. Contribution of Bajaj auto in total revenue stands at
above 40%. As Bajaj Auto sales start to pick up due to better export demand and
revival in domestic market(after launch of Pulsar RS200 and new CT100), we expect
upsurge in revenue and profitability of Lumax Auto technology going ahead.
However, taking into consideration FY15 performance (especially operating margin
front), we are revising our numbers downward. We cut 16E/ FY17 EPS by 22% due
to reduction in assumption of revenue growth along with EBITDA margin. At CMP
of Rs 264, LATL is trading at 8.2x FY16e and 6.0x FY17e EPS. We find current valuation
attractive and maintain BUY rating on LATL with revised downward target price of
Rs. 448 (10x FY17E EPS) from Rs. 575 earlier.

Quick Fundamentals (Rs. Mn) Q4FY15  Q3FY15  Q4FY14]  QoQ% YoY % FY15 FY14 YoY%
Revenue 2,010 2,093 1,934 -4 4 8,268 7,548 10
Other Operating Income 4 22 31 93 35 104 79 32
Total Income 2,051 2,115 1,965 3 4 8372 7,628 10
Cost of Revenues 1,906 1,938 1,782 2 7 7,704 7,023 10
Raw Materials 1,540 1,549 1,445 -1 7 6,196 5,723 8
Other Expenditure 197 214 189 8 4 832 714 17
Employee Expenses 169 169 148 0 14 676 586 15
EBIDTA 145 177 183 -18 21 668 605 10
Depreciation 39 51 50 -24 -22 194 176 10
EBIT 107 126 133 -15 -20 474 429 11
Interest Expense 13 13 16 -2 -16 52 38 37
Other income 7 8 14 -14 50 4 37 13
Exceptional item 214

PBT 101 121 132 -17 24 678 429 58
Provision for taxation 45 39 38 16 18 209 127 65
PAT 56 83 9% -32 -40 469 302 55
Adjusted PAT 56 83 9% -32 -40 320 302 6
EPS (RS.) 4.13 6.07 6.91 23.53 22.18 6
Margin % Basis Points (BPS) BPS
EBITDA 7.1 84 9.3 -129 223 8.0 7.9 5
EBIT 52 6.0 6.8 -76 -158 57 5.6 5
PBT 49 5.7 6.7 -82 -180 8.1 56 248
PAT 2.7 3.9 4.8 -117 -205 5.6 4.0 164

Source: Company Filings; IndiaNivesh Research
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Result Update (contd...)

Raw material prices increased 194 bps YoY (as a percentage of revenue) to 76.6%
from 74.7% in Q4 FY15. Staff cost increased by 75 bps YoY to 8.4% (as a percentage
of revenue) while other expenditure decreased by 45 bps YoY to 9.8% (as a

percentage of revenue).

Cost Analysis (% of Revenue) Q4FY15 Q3FY15 Q4FY14| bps QoQ bps YoY FY15 FY14| Change in bps
Raw Materials (Adj.) 76.6% 74.0% 74.7% 264 194 74.9% 75.8% -88
Employee Expenses 8.4% 8.1% 7.6% 34 75 8.2% 7.8% 42
Other Expenses 9.8% 10.2% 9.8% -45 1 10.1% 9.5% 60

Source: Company Filings; IndiaNivesh Research

Revised Estimates: Cut FY16E/ FY17E EPS by 22% and revised our target
price to Rs. 448 (based on 10xF17e EPS)

Taking into consideration FY15 performance (especially operating margin), we are
revising our estimates downward. We cut 16E/ FY17 EPS by 22% due to reduction
in assumption of revenue growth along with EBITDA margin. We expect revenue to
grow at a CAGR of 16% from FY15 - FY17E (vs 18.7% earlier assumption) on the
back of growth in value added products like LED lighting; Automatic gears shifter
and Air intake systems. EBITDA margins expected to improve on the back of higher
operating leverage. We project EBITDA margins at 8.8%/9.8% in FY16E/17E. EPS is
expected to grow at a CAGR of 38% from FY15 - FY17E. We revise target price
downward to Rs. 448 (10x FY17E EPS) vs our earlier target of Rs. 575.

Quick Fundamentals(Rs. mn) FY15 FY16E FY17E

Actual Expected Variance (%) New Old  change(%) New Old| change(%)
Revenue 8,372 8,732 -4 9,670 10,285 -6 11,308 12,298 -8
EBITDA 668 760 -12 851 1,028 -17 1,108 1,353 -18
EBITDA Margin(%) 8.0 8.7 (70) bps 8.8 10 (120) bps 9.8 11 (120) bps
PAT 320 393 -18 440 566 -22 611 783 -22
EPS (Rs) 23.5 28.8 -19 32.3 41.5 -22 44.8 57.5 -22

IndiaNivesh Research Lumax Auto Technologies Ltd.

Valuation

We expect company to witness volume growth coupled with margin expansion in
the next couple of years on the back of revival in automotive demand and value
added products. With comfortable debt to equity of just 0.2x & strong ROE of ~22%
we believe the company has potential to yield very high returns in next 2-3 years.
The company has a consistent dividend track record with dividend payout of above
25%. Taking into consideration FY15 performance (especially operating margin front),
we are revising our estimates downward. At CMP of Rs 264, LATL is trading at 8.2x
FY16e and 6.0x FY17e EPS. We find current valuation attractive and maintain BUY
rating on LATL with revised downward target price of Rs. 448 (10x FY17E EPS).
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Result Update (contd...)

Consolidated Financials

Income Statement

Balance Sheet

Y E March (Rs m) FY13 FY14 FY15| FYl6e| FY17e Y E March (Rs m) FY13 FY14| FY15e| FYl6e| FY17e
Net sales 7663 7628 8372| 9670| 11,308 Share Capital 136 136 136 136 136
Y/YCh % 21 -0.5 9.8 155 169 Reserves & Surplus 1977 2123 | 2455| 2,785| 3,243
Net Worth 2,113 | 2,260 | 2591| 2921 3379
OGS 6688 | 6679| 7352| 8413 9,725 Minority 0 0 0 0 0
SG&A 304 344 352 406 475 Long-term + ST loans 274 524 277 227 177
EBITDA 672 605 668 851| 1,108 Others 49 54 0 0 0
Y/YCh % 42 9.9 10.4 274 30.2 Total Liabilities 2436| 2837| 2868| 3,148 3556
EBITDA Margin % 88 7.9 8.0 88 9.8
Deprecaition 108 176 194 202 211
EBIT 564 429 474 649 897 Gross Block 3841 4362 4489 4,689 4,889
EBIT Margin % 7.4 56 57 6.7 7.9 Less Depreciation 1835 2,011 2,205 2,407 2,618
Interest 6 38 52 57 63 Net Block 2,006) 2,351 2,284 2282 2,271
Other Income (Inc Forex) 37 38 42 46 50 Intangible 348 240 97 97 97
Extra Ordinary Exps/(Income) - 214 - Investments 194 194 194 194 194
PBT 594 429 678 638 885 Defered tax (net) -101 -144 -158 -158 -158
Tax 183 127 209 198 274
Effective tax rate % 309 29.6 308 31.0 31.0 Current Assets 1,781 1,949 2,161 2,559 3,315
Reported PAT 411 302 469 440 611 Sundry Debtors 1,286 1321 1324| 1587 1,859
Y/YCh % -19.0 -26.4 55.1 6.1 38.7 Cash & Bank Balance 98 139 195 344 722
Loans & advances 108 143 173 145 170
Minority & Exceptional - - - Inventories 288 346 469 484 565
Adj. PAT (APAT) 411 302 320 440 611
RPAT Margin % 54 4.0 38 46 54 Current Liabilities 1607 | 1514| 1559| 1,590 1,859
Y/YCh % -190| 264 59 376 38.7 Provisions 184 239 152 237 305
Net Current Assets (10) 195 451 733 1,151
Total assets 2436 2837| 2868| 3,148| 3556
Cash Flow Key Ratios
Y E March (Rs m) FY13 FY14|  FY15e| FYlee| FY17e Y E March FY13 FY14| FY15e| FYl6e| FY17e
Operaing Profit 564 429 474 649 897 Adj.EPS (Rs) 30.1 222 235 323 448
Depreciation 108 176 194 202 211 Cash EPS (Rs) 381 35.1 377 471 60.3
Interest Exp 6 -38 52 57 63 DPS (Rs) 6.0 6.0 7.0 8.1 112
Changes in Working Capital 208 -79 -95 -88 -37 BVPS 1550] 1658 1501) 2143] 2479
Cash Flow After Chang in WCapital 874 488 521 706| 1,009 ROCE % 239 168 183 224 27.0
Tax -183 -127 2209 -198 274 ROE % 194 134 12.4 15.1 18.1
Others 0 0 0 0 0 ROIC% 135 7.8 78 10.5 142
Cash flow from operations 691 361 312 508 734 EBITDA Margin % 88 79 8.0 8.8 9.8
Capital expenditure (net) 1,111 -414 127 -200 -200 PER (x) 88x[  119x|  11.2x 8.2x 5.9x
Free Cash Flow -420 -53 185 308 534 P/BV (x) 1.7x 1.6x 14x 1.2x 11x
P/CEPS (x) 6.9x 7.5x 7.0x 5.6x 4.4x
EV/EBITDA (x) 4.0x 4.2x 5.5x 4.1x 2.8x
Cash flow from investments 1,111 -414 127 -200 -200 Dividend payout % 199 27.1 29.8 25.0 250
Long-Term Debt (Decrease) Increase 257 249 247 -50 -50 m cap/sales (x) 03x 0.3x 04x 0.4x 0.3x
Dividend paid (incl tax) -82 -82 -95 -110 -107 net debt/equity (x) 0.1x 0.2x 0.0x 0.0x -0.2x
Share Issue / Repurchase & Others -44 -74 214 0 0 net debt/ebitda (x) 0.3x 0.6x 0.1x -0.1x -0.5x
Cash flow from Financing 132 94 -128 -160 -157 Debtors (Days) 60 62 57 60|  60.0x
Net change in cash -288 4 57 148 378 Creditors (Days) 75 71 56 60 60
Cash at the beginning of the year 386 98 139 196 344 Inventory (Days) 14 17 20 18 18
Cash at the end of the year 98 139 196 344 722 Cash Conversion Cycle (Days) -1 7 22 18 18

Source: Company Filings; IndiaNivesh Research
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Disclaimer: This document has been prepared by IndiaNivesh Securities Private Limited (“INSPL”), for use by the recipient as information only and is not for circulation or public distribution. INSPL includes
subsidiaries, group and associate companies, promoters, employees and affiliates. INSPL researches, aggregates and faithfully reproduces information available in public domain and other sources, considered
to be reliable and makes them available for the recipient, though its accuracy or completeness has not been verified by INSPL independently and cannot be guaranteed. The third party research material included
in this document does not represent the views of INSPL and/or its officers, employees and the recipient must exercise independent judgement with regard to such content. This document has been published in
accordance with the provisions of Regulation 18 of the Securities and Exchange Board of India (Research Analysts) Regulations, 2014. This document is not to be altered, transmitted, reproduced, copied,
redistributed, uploaded or published or made available to others, in any form, in whole or in part, for any purpose without prior written permission from INSPL. This document is solely for information purpose
and should not to be construed as an offer to sell or the solicitation of an offer to buy any security. Recipients of this document should be aware that past performance is not necessarily a guide for future
performance and price and value of investments can go up or down. The suitability or otherwise of any investments will depend upon the recipients particular circumstances. INSPL does not take responsibility
thereof. The research analysts of INSPL have adhered to the code of conduct under Regulation 24 (2) of the Securities and Exchange Board of India (Research Analysts) Regulations, 2014. This document is based
on technical and derivative analysis center on studying charts of a stock’s price movement, outstanding positions and trading volume, as opposed to focusing on a company’s fundamentals and, as such, may not
match with a report on a company’s fundamentals. Nothing in this document constitutes investment, legal, accounting and/or tax advice or a representation that any investment or strategy is suitable or
appropriate to recipients’ specific circumstances. INSPL does not accept any responsibility or whatever nature for the information, assurances, statements and opinion given, made available or expressed herein
or for any omission or for any liability arising from the use of this document. Opinions expressed are our current opinions as of the date appearing on this document only. The opinions are subject to change
without any notice. INSPL directors/employees and its clients may have holdings in the stocks mentioned in the document.

This report is based / focused on fundamentals of the Company and forward-looking statements as such, may not match with a report on a company’s technical analysis report

Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is responsible in this report, (1) all of the views expressed in this report
accurately reflect his or her personal views about the subject companies and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this report: Daljeet S Kohli, Amar Maurya, Abhishek Jain, Yogesh Hotwani, Prerna Jhunjhunwala, Kaushal Patel, Rahul Koli, Tushar Manudhane & Dharmesh Kant.

Following table contains the disclosure of interest in order to adhere to utmost transparency in the matter:

Disclosure of Interest Statement

1. | Details of business activity of IndiaNivesh Securities Private Limited (INSPL) INSPL is a Stock Broker registered with BSE, NSE and MCX - SX in all the major segments viz. Cash, F & O and
CDS segments. INSPL s also a Depository Participant and registered with both Depository viz. CDSL and NSDL.
Further, INSPL is a Registered Portfolio Manager and is registered with SEBI.

2. | Details of Disciplinary History of INSPL No disciplinary action is / was running / initiated against INSPL

3. | Details of Associates of INSPL Please refer to the important 'Stock Holding Disclosure' report on the IndiaNivesh website (investment
Research Section -

://www.indianivesh.in/Research/Holding_Disclosure.aspx?id=10 link).

Also, please refer to the latest update on respective stocks for the disclosure status in respect of those stocks.
INSPL and its affiliates may have investment positions in the stocks recommended in this report.

4. | Research analyst or INSPL or its relatives'/associates' financial interest in the subject No (except to the extent of shares held by Research analyst or INSPL or its relatives'/associates')

company and nature of such financial interest
5. | Research analyst or INSPL or its relatives'/associates' actual/beneficial ownership of 1% or more Please refer to the important 'Stock Holding Disclosure' report on the IndiaNivesh website (investment
in securities of the subject company, at the end of the month immediately preceding the date Research Section -

of publication of the document. indiani

: . . i .aspx?id=10 link).
Also, please refer to the latest update on respective stocks for the disclosure status in respect of those stocks.
INSPL and its affiliates may have investment positions in the stocks recommended in this report.

6. | Research analyst or INSPL or its relatives'/associates' any other material conflict of interest

at the time of publication of the document No
7. | Has research analyst or INSPL or its associates received any compensation from the subject

company in the past 12 months No
8. | Has research analyst or INSPL or its associates managed or co-managed public offering of

securities for the subject company in the past 12 months No
9. | Has research analyst or INSPL or its associates received any compensation for investment banking

or merchant banking or brokerage services from the subject company in the past 12 months No

10. | Has research analyst or INSPL or its associates received any compensation for products or services
other than investment banking or merchant banking or brokerage services from the subject

company in the past 12 months No
11. | Has research analyst or INSPL or its associates received any compensation or other benefits

from the subject company or third party in connection with the document. No
12. | Has research analyst served as an officer, director or employee of the subject company No
13. | Has research analyst or INSPL engaged in market making activity for the subject company No
14. | Other disclosures No

INSPL, its affiliates, directors, its proprietary trading and investment businesses may, from time to time, make investment decisions that are inconsistent with or contradictory to the recommendations expressed
herein. The views contained in this document are those of the analyst, and the company may or may not subscribe to all the views expressed within. This information is subject to change, as per applicable law,
without any prior notice. INSPL reserves the right to make modifications and alternations to this statement, as may be required, from time to time.

Definitions of ratings

BUY. We expect this stock to deliver more than 15% returns over the next 12 months.

HOLD. We expect this stock to deliver -15% to +15% returns over the next 12 months.

SELL. We expect this stock to deliver <-15% returns over the next 12 months.

Our target prices are on a 12-month horizon basis.

Other definitions
NR = Not Rated. The investment rating and target price, if any, have been arrived at due to certain circumstances not in control of INSPL
CS = Coverage Suspended. INSPL has suspended coverage of this company.

UR=Under Review. Such e invest review happens when any developments have already occurred or likely to occur in target company & INSPL analyst is waiting for some more information to draw conclusion on
rating/target.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.
NM = Not Meaningful. The information is not meaningful and is therefore excluded.

Research Analyst has not served as an officer, director or employee of Subject Company

One year Price history of the daily closing price of the securities covered in this note is available at www.nseindia.com and www.economictimes.indiatimes.com/markets/stocks/stock-quotes. (Choose name of
company in the list browse companies and select 1 year in icon YTD in the price chart)
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